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701—34.12(423) Government payments for a motor vehicle which do not involve government
purchases of the same.   If a dealer or other seller transfers title to a vehicle under a contract of sale to a
buyer, payment by a government of all or part of the purchase price of the vehicle is not a sale of that
vehicle to the government making the payment, and the entire purchase price of the vehicle is subject
to use tax.

EXAMPLE: A disabled veteran is purchasing a van. The veteran makes an application with the
Veterans Administration (V.A.) to help purchase the van for $30,695. The application is approved and
the V.A. prepares a check for $12,456. The check is paid to the order of the seller of the van. It is also
the usual custom for a veteran to apply for a grant to pay some or all of the remainder of the price. If
this grant is approved, a check is issued in the name of the veteran. The veteran then either assigns the
check to the dealer or deposits the check and writes a personal check to the dealer for the remaining
amount due. Under these circumstances, the van is sold to the veteran and not the U.S. government.
The purchase price upon which tax is computed is $30,695.

This rule is intended to implement Iowa Code section 423.7.


